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By  the  House  of  Delegates, 

March  3rd,  1856. 
Read,  snd  150  copies  ordered  to  be  printed. 
By  order, 

Thos.  H.  Kent,  of  Jos.,   CVk. 


REPORT 


OF     THK 


SELECT   COMMITTEE, 


UPON  THE  PROPOSTION  TO    SELL 


THE   UNPREFERRED  STOCK 


OF    THE 


STATE    OF    MARYLAND 


IN  THF 


BALTIMOEE  AND   OHIO  RAIL  ROAD  COMPANY. 


REPORT. 


The  select  committee  appointed  by  this  House,  to  take  into  con-, 
sideration  the  proposition  to  sell  oiit'all  the  unpreferred  stock  of  the 
State  of  Maryland,  held  in  the  Baltimore  and  Ohio  Rail  Road  Co.^ 
beg  leave  to  make  the  following 

REPORT : 

The  State  of  Maryland  subscribed  $500,000  (o  the  building  of 
the  Baltimore  and  Ohio  Rail  Road  in  the  year  1327,  and  if  the  State 
had  received  6  per  cent  annually  upon  that  sum,  she  would  have 
received  into  her  treasury,  for  disbursement,  the  sum  of  ^740,000. 
But  what  has  she  really  received?  $182,000  in  dividend  stock  of 
the  company,  which  is  now  worth  54  cents  in  the  dollar,  and  on 
the  decline.  Therefore,  if  the  Stite  was  compelled  to  sell  the  di- 
vidend stock  at.  the  present  market  price,  she  would  realize  $98,280, 
making  a  clear  loss  of  $641,720  on  a  loan  of  $500,000  for  28 
years.  Would  any  sane  tnan,  much  less  a  financier,  recom- 
mend the  State  of  Maryland  to  continue  a  partner  to  a  con- 
tract at  such  ruinous  rates?  We  think  not.  Your  committee  has 
introduced  a  bill  which  they  believe  will  enable  the  State  to  dis-. 
solve  her  coanextion  with  said  company,  not  only  upon  reasonable, 
but  profitable  terms.  The  bill  contains  the  following  provisions, 
to  wit-.  That  the  treasurer  of  the  State  be,  and  he  is  hereby  au- 
thorized to  offer  at  public  sale,  at  the  exchange,  in  the  city  of 

Baltimore^  on day  of  May   1856,  after  duly  advertising  the 

same  in  the  several  newspapers  in  said  city,  all  the  unpreferred 
stock  of  the  State  in  said  Rail  Road,  which  embraces  the  $500,000 
subscribed  by  the  State  to  the  Baltimore  and  Ohio  Rail  Road,  in 
the  year  1827,  together  with  the  $182,000  in  dividend  bonds, 
which  the  State  has  received,  from  time  to  lime,  as  interest  upoa 
said  subscription,  making  a  total  of  $682,000  of  unpreferred  stock; 
and  then  and  there  sell,  to  the  highest  bidder  for  cash,  or  its  equi- 
valent, at  a  minimum  price  of  seventy-five  cents  in  the  dollar,, 
maldng  a  total  of  $511,000  that  would  be  brought  into  the  State 
Treasury  for  disbursement.  But  your  committee  have  reasons  to 
believe  that  the  stock  would  bring  par  value  under  the  inducements 
held  out  to  the  private  stockrholders  in  the  bill,  and  if  our  expec- 
tations should  be  realized,  the  sum  of  $682,000  would  be  placed 
into  the  Treasury.  Therefore  it  is  for  the  House  to  fix  the  mini- 
mum price.  We  say  give  us  the  bill  we  will  find  the  purchasers. 
Now  if  the  State  can  sell  the  $682,000  of  stock  for  75  per  cent  she  will 
realize  $143,220  more  than  the  stopk  will  bring  in  the  marketj 


and  if  she  can  sell  it  at  par,  then  she  realizes  §3I3,T20  more  ilian 

its  present  value.  But  there  is  anotlier  provision  in  the  bill  of 
more  importance  to  the  citizens  of  Maryland  than  the  whole 
$6S2;000,  (i.  c.,)  that  the  Baltimore  and  Ohio  Rail  Road  Com- 
panv  sliall  transport  over  their  road  within  the  limits  of  the  State 
of  Maryland,  all  minerals,  manures,  agricultural  and  mechanical 
merchandize,  wares  and  goods  of  all  description,  at  a  price  as  low 
as  any  other  Rail  Road  in  the  United  States  for  the  same  kind  of 
articles.  Now  this  is  a  principle  for  which  the  directors  on  the 
part  of  the  State  have  been  contending  for  the  last  ten  years  with- 
out being  able  to  effect  the  object;  as  the  facts  will  shew  by  refer- 
ence to  the  local  toll-sheets  of  the  company:  for  they  now  cliarge 
twenty-five  cents  per  ton  more,  to  bring  Coal  from  Cumberland 
to  Frederick  city,  (sixty  miles  \ve?t  of  Baltimore,)  than  they  do  to 
bring  it  clear  through  to  Baliiniore.  which  is  clearly  a  discrimina- 
tion against  the  citizens  of  Frederick;  and  they  charge  in  like  pro- 
portion along  the  entire  line  within  the  State  of  Maryland,  This 
being  the  fact,  what  becomes  of  all  the  clamour  about  low  tolls. 
Has  any  material  reduction  taken  place  on  the  local  toll-sheet? 
Certainly  not.  All  the  material  reductions  have  been  made  on  the 
through  toll-sheet,  giving  Baltimore  the  advaruage  at  one  end  of 
the  road,  and  the  city  of  Wheeling  the  other;  discriminating  at  all 
times  against  the  people  of  Maryland  through  which  the  road 
passes.  In  proof  of  the  policy  of  tolls  now  advocated  by  the  citi- 
zens of  Baltimore,  your  committee  will  refer  you  to  the  late  annual 
message  of  the  Mayor.  His  honor,  the  Mayor,  says,  that  in  work- 
ing the  Baltimore  and  Ohio  Rail  Road,  the  interest  of  the  mer- 
cantile classes  of  the  city  of  Baltimore  are  to  be  considered  ^-para- 
mount,''''  and  that  the  matter  of  dividends,  in  which  the  Stale  is 
largely  concerned,  is  entirely  '■'•secondary.''''  In  other  words,  that 
the  Slate  of  Maryland  who  has  liberally  subscribed  .$500,000  to 
the  stock  of  said  road,  is  to  receive  nothing,  if  the  interests  of  the 
mercantile  classes  call  for  a  toll-sheet  which  shall  make  it  im- 
possible for  the  company  to  pay  an  interest  upon  its  stock;  by  this 
policy  the  State  of  Maryland  is  to  lose  830^000  per  annum  to 
benefit  a  class  of  people  who  may  not  have  individual!}'  contributed 
one  dollar  towards  the  road.  And  further,  if  the  conipany  reduce 
the  toll-sheets  so  low,  a  contingency  by  no  means  improbable,  that 
the  company  can  pay  no  dividends  upon  its  stock,  what  becomes 
of  this  $500,000  which  the  Stale  has  subscribed  in  this  road?  She 
will  never  receive  one  dollar  in  return:  besides  we  are  by  no  means 
confident,  under  such  a  policy,  that  you  would'  not  endanger  the 
interest  upon  the  State's  §3,000,000  of  preferred  stock,  as  well  as 
this  $500,000  of  common  stock.  Now  what  concessions  does  this 
bill  require  the  State  of  Maryland  to  make,  to  enable  her  to  get 
seventy-five  per  cent,  or  perhaps  par  value,  for  this  unproductive 
stock?  They  really  amomU  to  nothing.  It  is  true,  that  ihe  bill  re- 
quires the  State  to  withdraw  her  directors  from  the  iriain  stem  of  the 
road  if  she  sells  her  stock  at  the  above  prices,  for  the  only  induce- 


raent  for  ihe  company  lo  buy  this  stock  at  such  a  higli  figure  is,  to 
gel  the  control  of  the  road,  so  they  may  adopt  their  own  system  of 
iTiaaagemeiit.  by  which  they  believe  it  can  be  made  a  dividend 
paying  road;  thereby  enabling  the  private  stockholders  to  get  some 
return  for  millioas  of  dollars  that  have  been  locked  up  in  this  road, 
as  dead  capital,  for  more  than  a  quarter  of  a  century,  (e^^cepl  a  few 
dividend  bonds). 

If  the  State  disposes  of  all  the  unpreferred  stock  that  she  holds 
in  the  road,  then  she  has  no  interest  left  except  the  $3,000,000  of 
preferred  stock,  for  which  she  holds  a  mortgage  upon  the  whole 
line  of  road,  rolling  stock  and  all,  to  the  amount  of  nearly  twenty- 
six  millions  of  property,  and  the  Court  of  Appeals  have  decided 
that  her  claim  is  preferable,  and  must  be  paid  prior  to  all  other 
debts,  (the  ordinary  expenses  for  the  repairs  of  the  road  not  ex- 
cepted,) then  the  State  of  Maryland  has  no  more  right  to  hold  a 
supervisory  control  over  the  road  than  any  other  '■'mortgagee.'''' 
The  history  of  Rail  Roads  clearly  proves,  that  whenever  a  Rail 
Road  is  represented  by  several  sets  of  directors,  who  are  parties 
representing  different  interests,  which  are  more  or  less  antagonisti- 
cal,  that  na  permanent  and  well  regulated  system  can  be  matured. 
What  interests  does  the  several  sets  of  directors  in  the  Baltimore  & 
Ohio  Rait  Road  represent  ?  The  ten  directors  on  the  part  of  the 
State  represent  the  citizens  of  the  State  outside  of  the  city  of  Bal- 
timore; I  heir  duly  is  to  manage  the  road  so  as  to  make  it  pay  an- 
nual dividends  to  the  Stale  upon  Ihe  amount  of  slock  she  has  sub- 
scribed to  the  road,  and  10  protect  her  people  against  imposition 
by  high  tolls  and  other  undue  advantages  the  company  might  at- 
tempt to  practice  upon  them.  Has  the  State  directors  been  able  to 
control  these  influences,  or  to  effect  the  object  for  which  they  were 
appointed?  The^local  toll-sheets  prove  that  they  have  not;  then 
their  powers  are  a  nullity,  and  why  keep  them  there?  The  eight 
directors  for  the  city  of  Baltimore  represent  the  citizens  of  Baltimore, 
and  their  object  is  to  bring  trade  to  the  city,  therefore  they  dis- 
criminate ajgainst  every  interest  that  stands  in  the  way  of  this  de- 
sirable object,  the  payment  of  divid.ends  sinks  into  the  merest 
^Hnsignificance''  when  co>mp?ired  with  the  ''paramount  interests 
of  the'mercantile  classes,  making  the  through  toll-sheet  as  low  as 
they  can  possibly  get  it,  so 'as  to  give  the  advantage  to  Baltimore 
and  the  Western  States,— forcing  the  local  trade  to  come  at  any 
price  they  may  tiiink  proper  to  charge,— what  can  the  people  living 
along  the  line  expect  from  such  selfish  policy  ?  The  twelve  direc- 
tors on  the  part  of  the  private  stockholders  wish  to  adopt  a  perma- 
nent and  well  established  system  for  the  working  of  the  road,  so 
that  she  may  be  able  to  pay  her  debts,  and  some  interest,  at  least 
upon  the  subscriptions  of  the  State  and  city,  as  well  as  that  sub- 
scribed by  the  private  stockholders.  Tbese  are  the  interest  which 
the  three  sets  of  directors  represent  in  the  Baltimore  and  Ohio  Rail 
Road  Company;  then  if  this  statement  is  true,  and  we  think  they 
are  beyond  contradiction,  can  any  sane  man  believe  that  a  Rail 
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Road,  nearly  400  miles  long,  with  higher  grades  and  sharper 
curves  than  any  other  Rail  Road  in  this  country,  (with  a  single 
track,)  can  be  properly  managed  by  three  seis  of  directors,  whose 
inteiests,  aims  and  objects,  are  continually  clashing.  Your  com- 
mittee in  summing  up  the  advantages  and  disadvantages  of  this 
bill  to  all  the  parties  concerned,  arrive  at  the  following  conclusion: 
1st.  The  Stale  of  Maryland  converts  !$682.000  of  unproductive 
slock  into  a  cash  capital  or  its  equivalent,  which  will  bring  into 
the  treasury  $30,000  per  annum;  she  secures  her  citizens  against 
the  imposition  of  high  charges,  and  other  undue  advantages  which 
public  carriers  frequently  practice  on  an  unsaspeciing  community; 
aud  prevents  the  company  from  discriminating  against  the  local 
trade  of  the  State,  which  will  confer  a  great  and  lasting  benefit 
upon  the  citizens  of  Maryland.  And  the  State  is  to  withdraw  her 
ten  useless  directors  from  the  main  stem  of  the  road, — a  small  con- 
cession indeed  when  compared  with  the  accomplishment  of  such  a 
desirable  object.  The  city  of  Baltimore  can  lose  nothing,  for  in 
fact  her  directory  in  the  road  is  also  useless,  as  the  private  stock- 
holders, in  working  the  road  for  themselves,  must  bring  all  the 
trade  and  travel  to  Baltimore  within  their  reach.  The  private 
stockholders  must  first  work  for  the  State;  secondly  for  the  city  of 
Baltimore;  thirdly  and  lastly  for  themselves.  In  conclusion  your 
committee  would  most  respectfully  ask,  who  built  the  Baltimore 
and  Ohio  Rail  Road  ?  It  is  true  that  the  State  and  city  subscribed 
liberally,  but  who  were  the  pioneers  in  this  great  enterprise?  His- 
tory points  to  the  names  of  the  Browns,  Olivers,  Carrolls,  Pattersons, 
McKims,  and  many  other  names  equally  celebrated  for  public 
spirit  and  liberal  contributions  to  the  building  of  this  road;  they  are 
the  fathers  of  the  road,  and  without  their  aid  the  road  would  never 
have  been  built;  then  in  the  name  of  justice,  why  should  the 
State  stand  in  the  way  to  prevent  these  people  from  making  a  small 
pittance  of  interest  upon  millions  of  dollars  that  have  been  locked 
up  in  this  road  for  nearly  thirty  years,  when  she  can  get  out  a 
such  a  large  profit;  your  committee  appeal  to  a  just  and  intelligent 
community,  and  to  this  Honorable  General  Assembly  to  say, 
whether  the  bill  should  not  be  passed  without  a  moment's  hesita- 
tion. 

THO.  ROWLES,  Chairman. 


